INTRODUCTION
Income inequality refers to the disparities of income across the entire society. While absolute poverty declined in Pakistan between 2001 and 2005, consumption inequality increased marginally during the period. 1 Measures to reduce poverty do not necessarily guarantee that income/consumption inequality will also be reduced. While growth is a necessary condition to reduce poverty, it may not be 'pro-poor' to reduce Sajjad Akhtar <sajam2000@yahoo.com> and Maqsood Sadiq <maqsood@crprid.org> are former Director and Research Officer, respectively at the Centre for Research on Poverty Reduction and Income Distribution (CRPRID), Islamabad.
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1 Income inequality at the household/per capita/per adult equivalent can not be estimated from the PSLM 2004-05 survey as income variables to measure household income from all sources and all earners is documented differently in the two surveys. inequities in the system. As opposed to absolute poverty, both consumption and/or income inequality only reduce gradually from a high level. It depends mainly on historical, structural, institutional and economic environment of the country. Although inequalities in the society can be traced mainly to initial distribution of wealth, a meaningful policy intervention can only be made (even if it only impacts at the margin) by understanding the sources and dynamics of such inequalities in the society. Occupational choice influences and is influenced by the process of development through its effect on the distribution of income and wealth. One can define occupational choice in a contractual sense, i.e., employer, self-employed or employee, ala Banerjee and Newman (1993) or in productive sense as given in standard classifications internationally or nationally. The latter classification is sectorally oriented, i.e., professional, technicians, clerks and agriculture workers etc., but highlight the skill differentiation more explicitly than the former classification.
There are a number of scholarly articles related to the study of income/ consumption inequalities in Pakistan, 2 but this author understands that only a modest effort has been made to quantify the sources and their contribution to the income inequality. Kruijk (1987) disaggregated overall inequality into inequalities of various sources of income. He reached the conclusion that "the bulk of income inequality in Pakistan is generated by labour income inequalities within occupational groups and by inequalities of income from other sources than labour or property". In a more recent paper, Ahmad (2002) studied inequality by using Household Integrated Economic Survey 1992-93 (HIES) data set. He calculated Gini coefficients as a measure of inequality for various occupations as per Pakistan Standard Classification of Occupations [PSCO (1994) ], using individuals as the frame of reference. He concludes that the highest level of inequality is observed among skilled workers and lowest level of inequality is seen among professionals. He also observed that relative inequality among occupations/professions is the same in all provinces of Pakistan. This paper makes a modest attempt by looking at the occupational differences as source of understanding wage/earnings inequalities. In profiling and analysing the trends of income inequality between 2001 and 2005, the PSCO is used to interpret the dynamics of wage/earnings disparities of individuals selected from the household surveys of 2001 and 2004-05. Among the many indicators used to measure income inequalities, this paper uses the Gini coefficient to document the inequalities by occupation status.
The outline of the paper is as follows: In the next section we describe the sample size and variables. A brief description of methodology of estimating Gini is also outlined in this section. In Section 3, using all the earners sample and classification adopted by Ahmad (2002) we compare occupation-wise Ginis estimated by him for 92-93 with the estimates obtained from Pakistan Integrated Household Survey (PIHS) 2001-02 and Pakistan Social and Living Standards Measurement Survey (PSLM) 2004-05. This gives long-term inequality trends within and across occupations. Restricting ourselves to a more homogenous group i.e., employees, we compare the short-term trends in wage/earnings inequality across occupation nationally and provincially in Section 4. In Section 5, the short-term trends in earnings inequality for self-employed are documented for Pakistan. The last section gives plausible explanations for the observed trends in inequality. Employment and income module of PIHS and PSLM questionnaire cover information about employment, employment status, occupation, industry, and monthly/yearly income of all male and female household members aged 10 years and above. 4 Annual incomes of earners are converted into monthly incomes. To avoid complexity, income from main occupation (first occupation) is used. If an earner is engaged in two or more occupations then his main (first) occupation will be that, from where he/she is earning a major part ( in monetary terms) of his/her income. This paper is mainly based on occupation of the earner, e.g., if there are more than one earner in a household and are engaged in different/same occupations then they will be covered in their respective occupations. The analysis is carried out on a weighted sample. The population weights assigned to each household are based on representative population shares of each primary sampling unit in urban and rural areas of all four provinces of Pakistan, Azad Jammu and Kashmir, FATA and FANA. However the sample from latter four areas is excluded as FBS did not supply their respective population weights.
THE SAMPLE SIZE AND METHODOLOGY
The Gini coefficient, invented by the Italian statistician Corado Gini, is a number between zero and one that measures the degree of inequality in the distribution of income in a given society. The coefficient would register zero (0.0 = minimum inequality) for a society in which each member received exactly the same income and it would register a coefficient of one (1.0 = maximum inequality) if one member got all the income and the rest got nothing. The Gini coefficient (or Gini ratio) G can easily be illustrated by the Lorenz curve that is an effective way of showing inequality of income within and between countries. The cumulative percentage of population is plotted along the horizontal axis whilst the cumulative percentage of income is plotted along the vertical axis. The curve shows the actual relationship between the percentage of income recipients and the percentage of income that they did in fact actually receive; it also represents the ratio between the diagonal and the Lorenz curve over the area of the triangle under the diagonal. 
Percentage of Popultion
Mathematically in a population of N individuals, if we couple each individual with all the other, we can have 2
In fact, each individual is coupled with other N-1 individuals, but then we need to divide by 2 to count only once each couple 'xy' and 'yx'. The Gini coefficient measures inequality by dividing the half of the average absolute differences between each couple of individual welfare values by the mean welfare. Therefore, it calculates all the gaps and it standardises them by the average welfare (µ). It can be written as follows:
"w" is the consumption (or income) of each person, and µ is the mean per capita consumption (or income) in the country.
The Lorenz Curve and Gini Coefficient Percentage of Population

Occupational Status and Earnings Inequality
201
The Gini index can also be written as follows:
In practice the last formula is easier to use. Income is sorted to ascending order to compute Gini. The Gini Measure is independent of the scale of welfare (no change between nominal or real welfare).
LONG-TERM TRENDS IN EARNINGS INEQUALITY
Ahmad (2002) slightly modified the PSCO classification and merged "Clerks", and "Service Workers and Shop and Market Sales Workers" (PSCO Code 4 and 5) to form a group named White Collar Workers, and "Skilled Agricultural and Fishery Workers", "Crafts and Related Trades Workers" and "Plant and Machine Operators and Assemblers" (PSCO Code 6, 7 and 8) to form another group and labeled them Skilled Workers. To ensure consistency and comparability we have also merged these occupational categories.
In Table 1 , long as well as short term trends indicate rising earnings disparities (positive changes indicate increasing inequalities) within each occupational category. In a matter of 12 years they have almost increased by 50 to 100 percent in all occupational classes. The rapid worsening of earnings inequality is among the professional, technicians and associate professionals. In 1992-93 the lowest earnings inequality was reported in the professional group and highest was observed in the skilled worker group. The latter category continues with this distinction in 2001-02 and second highest in 2004-05. However since 2001-02, clerks and service workers have comparatively the lowest within occupation earnings inequalities. Moreover slowest increase in disparities over the period 1992-93 to 2001-02 is estimated in white collar group (Clerk, Service Workers and Shop and Market Sales Workers) and also second lowest for the next period. The per year increase over the entire period is the same, although magnitude of change in the first 9 year period will appear to be higher than the latter 3 year period. Interestingly the inequality differentials across occupations narrowed considerably during the 12 year period. In 92-93 the Gini ranged from 0.136 to 0.299 across occupations. In the last half decade it has narrowed between 0.381-0.460 across occupations. This dramatic increase in within-occupation earnings disparities is not uncommon. In case of US, Gittleman (1994) while quoting another study notes, "The 1980s were a decade of dramatic change for the earnings structure in the United States. Differentials in earnings by education widened considerably, the average pay of older workers increased relative to that of younger workers and the earning gap between men and women narrowed markedly. By some measures, these and other changes in the wage structure caused overall levels of earnings inequality to rise to heights not previously seen in the post-World War II period".
How does one interpret these increasing earnings disparities within occupations and lower inequality across occupations during the 12 year period? It is well-known in the labour economics and development literature that earnings in any occupation is affected by shifts in occupation shares due to demand and supply, employment status within occupations, educational, skill and experience level. In absence of comparable earnings data as well as profile of other dimensions for 92-93, it is difficult to relate 2004-05 within and across occupation disparities to the growth in earnings, positive/negative gap from average earnings and structural shifts during the period. However one can offer some tentative explanations for both these phenomena: (a) At a macro level, with a wave of liberalisation, deregulation and privatisation starting in early 90s, the demand for qualified and experienced professionals and technicians (to maintain a competitive edge in exports, and improve productivity) rose in the economy. During the transition from public to private hands, many enterprises shed (early retirement/golden hand shakes) their senior professional and hired new staff under enhanced private salary structure. In some cases by offering higher salaries they poached on senior and qualified staff of other public enterprises. Additionally after privatisation many enterprises may have raised salaries of experienced employed professionals. Hyder (2007) exploring the wage differentials between public and private sector employees using Labour Force Survey 2001-02 data notes, "although professionals are doing above average in the public sector, the dispersion looks more pronounced in the private sector". (b) Elementary occupation also witnessed the 3rd largest increase in disparities. This could be simple case of higher returns to increased on-the-job experience, as most in this category have little education, and tighter demand-supply conditions in the labour market for unskilled and semi-skilled workers during the nineties. (c) Relative slow increase in disparities of the senior officials and managers can partly be explained by the observation that the majority in this category are employed in public sector, where the growth in salaries is less frequent, in smaller steps, and less demand determined or skill sensitive. (d) The service and production workers categories (4-8) are the other two groups that experienced relatively less widening of earnings inequality. In this case the increased supply of high school graduates relative to demand and stagnancy in manufacturing may have slowed increase in earnings dispersion. (e) the reduction in disparities across occupations between 92-93 and first half of the new century can partly be attributed to entry of more educated labour force with better skill levels across occupations and replacement of older labour force who joined in 50s and 60s with younger cohorts.
The above aggregation/categorisation was adopted to compare it with Ahmad (2002) results. The weakness in this aggregation scheme is that skilled workers group subsumes a heterogeneous class of workers with wide variety of skill levels ranging from agriculture workers to machine operators. Moreover by including all type of earners, i.e., employees, self-employed and employers it lumps individuals with initial distribution of wealth (i.e., employers), with those who face capital market constraints, i.e., employees in their choice as well mobility within and across occupations. In the next section we thus focus on wage inequality of employee subset of total individual earners.
SHORT-TERM TRENDS IN EARNINGS INEQUALITY AMONG EMPLOYEES
Before we present the occupation-wise Gini estimates for 2001-02 and 2004-05, let us profile the short-term shifts across occupations and across employment status within each occupational group that took place in a matter of 3-years. These shifts may have taken place due to dynamics of growth, government policies (e.g., micro-credit and SMEs) and other non-economic and socio-demographic changes. We also present the 2-year national and province-wise profile of average incomes of individuals in these occupational groups. Table 2 gives the share of various earners in each occupation as well within each occupation by employment status obtained from the two surveys. We note the following: (a) In a short period of 3-years, the share of earners as service workers, shop and market sales workers has doubled from 15 to 30 percent. (b) There is a significant drop in the share of earners in elementary occupations, mostly unskilled and semi-skilled (from 23 to 16.6 percent) and crafts and related workers (from 11.4 to 3.4 percent). (c) The remaining occupations show either a marginal decline or an improvement. (d) Within each occupational category, earners classified as paid employee constitute the major group, except in case of skilled agricultural and fisheries workers. The share of employees as clerks ranged from above 90 percent to 50 percent in case of service, shop and sales workers. (e) During the last 3 years, in 6 out of 9 occupational categories, the fall in the share of paid employee has been offset by an increase in the share of self-employed. These between and within shifts in occupational and employment status have implications for across and within trends of wage/earnings inequality among occupations. Table 3 gives the mean individual earnings of paid employee nationally and province-wise for 2001-02 and 2004-05 . In nominal terms the overall earnings of paid employee increased by 62.1 percent at the national level. The highest growth was in the province of Sindh followed by other three provinces that recorded increase near about the national average. Table 4 summarises the growth in earnings between the two periods, nationally and province-wise across the 9 occupational categories. Senior officials and managers, clerks, skilled agricultural and fisheries workers and plant and machinery operators recorded increases below the national average across most of the provinces. Among the lower salaried categories, workers in the elementary occupations and crafts and related trade workers recorded higher growth than the national increase. A proxy or an indirect estimate of assessing widening/narrowing of earnings inequalities across occupations is the ratio of highest to lowest mean earnings. It decreased marginally from 5.8 in 2001-02 to 5.7 times in 2004-05 at the national level. However recalculating it with the second highest earnings, this ratio widened significantly from 2.8 times to 3.6 times during the period (see table in Appendix B for detailed mean earnings province and occupationwise).
In Table 5 we compare the trends in wage/earnings inequality of employees subsample for Pakistan and for all the four provinces between 2001-02 and 2004-05. Comparing with overall Gini in Table 1, note that the Gini for employees is less than for all type of earners in both the years. In other words the wage disparities among paid employees whatever the occupation, is less than for all type of earners. Only in the case of Punjab, the wage inequality did not increase over the period, while it went up marginally in Sindh and significantly in the other two provinces. Occupation-wise change in Gini for Pakistan and provinces between 2001-02 and 2004-05 is given in Table 6 and corresponding absolute values are given in table in Appendix C. We note the following from Table 6 : Wage/earnings inequalities have widened within most of the occupations at the national and provincial level during the period under study. However the trends towards greater inequality or equalisation in few cases, is not consistent across Pakistan and the provinces. For instance, one observes narrowing of wage inequalities at the national level for technicians and associate professionals, but the same is not true for the other three provinces, i.e., Sindh, NWFP and Balochistan. Similarly marginal worsening of wage/earnings inequality in skilled agricultural and fishery worker category at the national level is due to Balochistan, while in all other three provinces the trend is towards reduced disparities. Only in the case of crafts and related trades workers category, a significant narrowing of wage/earnings inequalities is observed nationally and for all the four provinces. In the case of Punjab, narrowing of wage/salary inequalities in 5 out of 9 occupations during the period explain the unchanged income disparities. The summary information on growth in average earnings in Table 4 and changes in inequality as measured by Gini in Table 6 can be used to crudely measure the association between the two variables. Table 7 gives simple correlation between growth in earnings and change in Gini coefficient across all the occupations for Pakistan and the four provinces. Except NWFP, the inter-dependent relationship is negative. If one assumes that causality flows from growth to inequality in the short-run, (it may very well flow in other direction in the longrun), and the estimates indicate that those occupations that experienced higher growth in average earnings also experienced reduced earning disparities. A caveat is in order here. The correlations are not high and their statistical robustness is doubtful due to just nine observations in each case. 
SHORT-TERM TRENDS IN EARNINGS INEQUALITY AMONG THE SELF-EMPLOYED
In this section income Gini has been computed for self-employed persons engaged in different occupation groups. The values given in Table 8 have been computed only for Pakistan, as province level breakdown will yield a very small sample for reliable estimates. Moreover we exclude the Clerk category as more than 90 percent are paid employees. Skilled agriculture and fisheries workers are also excluded because of small sample size. In both years the income reported against the earner in the SES module of the survey is used for estimation purposes. In 2001-02 highest level of income inequality existed within the self-employed crafts and related workers, followed closely by technicians and associate professionals. In a matter of 3 years this ranking has been reversed along with widening of gap across these two professions. The within incomes of two groups, i.e., self-employed senior officials and managers and plant and machine operators are slightly more equal (indicated by lower value of Gini) in 2004-05 as compared to 2001-02.
RISING EARNINGS INEQUALITIES WITHIN OCCUPATIONS: CONCLUDING COMMENTS
The increase in disparities in earnings of individuals within occupations is just one among many sources of observed increase in income/consumption inequality in the country during the last 12 years as well as between 2001 and 2005. Widening disparities in income in the middle stages/phases of development of an economy are an observed empirical regularity Kuznets (1955) . Linking the dynamics of occupational choice (in a contractual sense) and development, Banerjee and Newman (1993) state, "Conversely the process of development also affects the structure of occupations. It alters the demand for and supply of different types of labour and hence the returns to and allocations of occupations. It transforms the nature of risks and the possibilities for innovation. And of course it changes the distribution of wealth".
Some of the plausible explanations or linkages of the above evidence on increasing earnings inequality at the individual level is as follows: (a) Taking into account all type of earners, in 6 out of 9 occupations, the share of self-employed increased during the inter-survey period. For many in the employee category, availability of credit and improved efficiency of capital market may have relaxed capital constraints and thus may have allowed them to work as self-employed. Right and down-sizing in public organisations may have also pushed the previous employees into utilising 'golden hand shakes' for the purpose of self-employment. Assuming that returns on capital (internal or borrowed) is higher and financial contracts are more lucrative than wage contracts it can lead to wider disparities. (b) At the paid employee level, the fall in the share of workers in elementary occupations improved the wage contracts of those still remaining in this occupation and thereby increased income/earnings inequality within this category. (c) In spite of the doubling of share of the service, shop and market sales workers, this group recorded average increase in earnings and rising inequality. In other words there existed a premia on skills, education, experience and talent accompanying entry of large number of individuals in this occupation.
What are the policy implications of the above evidence on rising earnings disparities within occupations? Policy interventions can be devised to narrow these disparities based on the assumptions of educational and skill levels. If one assumes that entry-level educational requirements within each occupation are roughly similar, than earning disparities are more a function of individual factors. The individual factors relate to skills, experience, nature of job contracts, and gender. Affirmative action that specifically aims at redressing earning disparities due to gender can be devised. Vocational training and formal acquisition of marketable skills can be promoted in occupations where the returns to on-thejob experience are high. This will help to reduce within occupational disparities. If within occupation earnings disparities are due to differences in entry-level education levels, than gradual increase in the education levels of the society will reduce the disparities. Wide variation in adopted technologies and therefore productivities within occupations are another reason for the existence of these disparities. Fiscal incentives can be devised for their uniform and rapid adoption by economic agents and thereby reduce within occupation earnings inequalities. At a conceptual, generic and macro level, earnings disparities are reduced if the earnings of the bottom 20 percent grow faster than those of the top 20 percent. Barring active and effective asset re-distribution, a macro policy mix that would not only accelerate the growth in earnings of lower class (e.g., through increase in physical, human and financial asset base) but cap the run away growth in the earnings of the top quintile through fine tuned growth neutral fiscal policies would help to narrow the earning differentials. 
